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2 KEY ECONOMIC INDICATORS: BURUNDI 


All values in millions U.S. $ Exchange rate as of report date 
unless otherwise stated. U.S. $1.00 = 87.50 Bu francs, 
Rate of 
ITEM 1969 1970 1971 %change growth 
(70-71) 

INCOME, PRODUCTION, EMPLOYMENT 
GNP et current prices (end '71) 177.8 195.3 204.7 4.8% 7% 
Per capita GNP $47.8 N.A. N.A. N.A. N.A. 


No figures are available in this essentially subsistence agricultural economy for: 
plent and equipment investment, industrial production, average labor productivity, 
average industrial wage, employment or average unemployment rate. See the narrative. 


MONEY AND PRICES 


Money Supply (end '71) 27.7 21.5 25.7 19.5% 20.5% 
Public Debt Outstanding (end '71) 19.3 17.9 16.3 - 8.9% - 8.1% 
External Debt (end '71) 6.8 7.8 ToT - 1.% 6.% 
External Debt Service Ratio (end '71) 2.2% 1.6 38N.A. N.A. N.A. 
Interest Rates: Commercisl Banks, 
Prime and Average (end '71) 12.06 12.0% 12.0% 0.0% 0.0% 
Interest Rates: Central Bank 
Export Credits (end '71) 3.06 3.0% 3.0% 0.0% 0.0% 
Import Credits (end '71) 6.0% 6.0% 6.0% 0.0% 0.0% 
Indices (end '71) 
Consumer Price (European) 173.2 182.5 195.0 6.8% 6.1% 
(4/63 = 100) 
Consumer Price (African) 120.1 119.3 126.3 5.9% 2.6% 
(4/65 = 100) 


BALANCE OF PAYMENTS AND TRADE 


Gold and For. Exch. Reserves (end '71) -0.06 2.6 5.2 100.0% 

Balance of Payments (end '71) 0.8 3.3 1.8 -45.9 133.5% 

Balance of Trade (end '71) -3.2 0.8 -3.0 -375 0% 

Exports,FOB (end '71) 14.1 21.7 21.4 -1.4% 26. % 
U.S. Share 68.2% 57.0% N.A. 

Imports, CIF (end '71) 17.4 20.9 24.3 16.5% 18.2% 
U.S. Share 4.64 5.0% N.A. 


Main imports from U.S. (1970): used clothing ($375,000); motors and spare parts 
($300,000); trucks ($35,000), 
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SUMMARY 


Burundi is a small, landlocked country, largely dependent on subsist- 
ence agriculture. For more than five years, it has been led by 
Colonel Michel Micombero. Coffee accounted for almost 80% of export 
earnings in 1971, a year in which a record 25,000 tons were harvested. 
Almost all of it was arabica "other mild," and, as usual, the U.S. 
probably bought close to 80% of exported production. The 1972 crop 
is again expected to be large and may well begin to be harvested as 
early as May. Quota restrictions will affect the timing of shipments 
and will force the storage of much of the crop until October. Thus, 
buyers will wish to pay particular attention to that portion of the 
crop available for early shipment. 


Two excellent coffee crops in a row have buoyed Burundi's economy despite 
falling prices last year. Although the commercial balance was in defi- 
cit, the balance of payments was positive in 1971, thanks largely to 
foreign aid. Coffee quotas will eventually have a braking influence, 

but the present comparatively high level of general economic activity 

is expected to continue through most of the year. Efforts are being 
made to hold the budget and the rising cost of living in line, but it 
remains to be seen how successful they will be. 


The Burundi market continues to be very small by the standard of many 
American exporters, but the American canpetitive position was enhanced 
by the devaluation of the Burundi franc along with the dollar in late 
1971. However, traditional lines of trade with Europe will not easily 
be altered. Used clothing remains the principal import from the U.S. 
Investment by private organizations has also been very limited. One 
possibility being studied at present by a leading consulting firm is the 
construction of a first-class hotel md the general development of tour- 
ism. American firms connected with the international travel industry 
will want to study the consultants’ report when it becomes available. 





CURRENT ECONOMIC SITUATION AND TRENDS 
Another Bumper Coffee Crop Fuels Economy Despite Price and Quota Problems: 


The monetized sector of Burundi's rather precarious economy is almost 
entirely dependent on the export of coffee (78% by value of total ex- 
ports in 1971), cotton (9%) and hides (5%). The 1971 coffee crop of 
approximately 25,000 tons even outstripped the record set in 1970 when 
some 22,000 tons were harvested. However, the average price per pound 
was 23% below the 1970 average, and Burundi's International Coffee Agree- 
ment initial quota was 7,000 tons less than the crop actually harvested. 
Total export earnings fell very slightly from the all-time 1970 high to 
$21,354,285 but remained more than 50% above 1969 levels. Income from 
coffee also flowed in at a more regular pace than has traditionally been 
the case because the quota forced selling at a more even rate throughout 
the year. As a result, the economy has been both more stable and more 
buoyant than normal. 


The 1972 coffee harvest is once again expected to be good, although it 
is too early to predict whether or not the harvest levels of the past 
two years will be sustained. They may well be. Index prices for Burundi's 
type of arabica "other mild" coffee were appreciably above 1971 selling 
prices in March 1972, and there is a good chance that the price level 
will be higher this year than last. However, Burundi will enter this 
year's harvest period in May with only some 7,200 tons left to export 
under the ICO quota before the end of the coffee year on September 30. 
Thus, there will be storage and shipping problems which always threaten 
to affect quality. Burundi is increasingly aware that a larger quota 
is needed and can be expected to attempt to secure one at the forth- 
coming renegotiations of the International Coffee Agreement. 


Burundi's cotton exports in 1971 continued to rise, thanks largely to 
favorable weather conditions. Export earnings reached almost $2 million, 
representing a 37% increase from 1969 levels. Earnings from the export 
of hides slipped slightly from the 1970 high, and earnings from the ex- 
port of minerals continued to slide to a low of $211,000 compared to 
$329,000 only two years ago. 


Export crop production and diversification will continue to be assisted 
by a number of projects being undertaken by the International Develop- 

ment Association of the World Bank and the European Development Fund to 
improve and develop coffee, cotton, tea and rice production. These in- 
stitutions, plus the UN and traditional bilateral donors, may be joined 








in the near future by the People's Republic of China which has advanced 
Burundi a $20 million credit. However, no announcement has yet been 
made as to what projects will be undertaken with it. Diversification 
is badly needed, particularly if Burundi should not succeed in secur- 
ing a larger ICA quota. A lack of incentive to improve coffee produc- 
tion would seriously impede hopes of economic development. 


That development also is, and almost inevitably will be, challenged by 
one of the highest population densities in the world (approximately 325 
per square mile in a country the size of Maryland). Burundi's popula- 
tion is approaching 4 million and is growing at a rate of perhaps as 
much as 3% per year. Production of food is already a major problem. 
Two-thirds of the nation's land area is now occupied. Within little 
more than a decade, the reserve of cultivatable land will be exhausted. 
Although showing increasing signs of interest in the situation, the 
Government of Burundi still does not have an official policy designed 
to reduce the rate of population growth. 


Trade Balance Negative But Balance of Payments Positive in 1971 


After registering a most unusual balance of trade surplus in 1970, 
Burundi slipped back into its traditional pattern in 1971 with a trade 
deficit of nearly $3 million. However, thanks to foreign aid, the 
nation had a balance of payments surplus for the year of $1,770,000. 
The second excellent coffee harvest in a row increased the supply of 
money and stimulated buyer demand. This, combined with higher prices 
in exporting countries pushed up the amount spent on imports. At the 
same time, the coffee quota and falling prices held down the amount 
which could be earned from exports. For instance, 8,000 tons from 

the summer crop remained to be shipped at the beginning of 1972. A one- 
time quota increase of 3,000 tons granted in February helped to allevi- 
ate the situation somewhat. 


Foreign donors play a major role in Burundi's economic life and have 
a major impact on its balance of payments position. In 1971 Belgium 
granted Burundi aid valued at nearly $12 million. The United Nations 
system funneled $3,850,000 into the country and the EDF $3,688,000 
(up from $2,235,000 in 1970). Total external aid during 1971 was 
valued at more than $24 million, but, of course, a large percentage 
of this sum was spent outside Burundi. Most of it was "tied" aid. 


Burundi remains almost entirely dependent on outside assistance for 

its major development projects, while its normal budget is aimed at 
non-developmental priorities. The 1971 ordinary budget was set at 
$26,042,880, and a small surplus was expected at the end of the year. 

A $2,233,142 "development budget" was also introduced. The 1972 budget 
will be of the same order of magnitude. 


Burundi Franc Devalued; Prices Rise and Wages Remain Stable 


During the monetary readjustments at the end of 1971, Burundi decided 

to retain its traditional parity of 87.50 Burundi francs to the dollar. 
In so doing, it devalued the franc vis-A-vis other currencies at the 
same rate that the dollar was devalued. Goods produced in Europe 
(Burundi's traditional source), as well as Japan, thus became relatively 
more expensive and American goods relatively more attractive. 


The cost of living index for Africans rose 6% in 1971 after remaining 
stable for some years. The European index, with a large import com- 
ponent, rose 7% and continued to rise at such a fast rate in the first 
quarter of 1972 that Burundi introduced a decree limiting profit mar- 
gins in March of this year. Wage levels have remained steady, and the 
Government continues to resist pressure to increase them. At present 
the legal base wage for laborers is 38 cents a day. 


In the wholesale and retail fields, the Government's general policy has 
been to try to encourage the transfer of more of the commerce of the 
country into the hands of Africans. The parastatal Association of 
Barundi Merchants has been given a monopoly on the import of salt, 
sugar and matches and controls a large proportion of the coffee flow- 
ing out of the country. The list of its monopolies has not, however, 
been extended, and the majority of the country's commerce remains in 
the hands of Belgians and Greeks. 


Burundi's very small number of manufacturing firms operate at less 
than 50% of capacity, having been constructed before independence to 
serve a market which included Rwanda and the eastern portion of what 
is now the Republic of Zaire, as well as Burundi. The improvement in 
the general economic situation during the past two years is reflected 
in higher production. Production of beer at the brewery, for example, 
rose almost 20% in 1970 and another 15% in 1971. Production of blank- 
ets rose 30% in 1970 and a further 20% this past year. 








The Burundi economy generates only a very limited amount of capital 
for investment, and mech of the Government's share goes to the UNDP 
as counterpart costs’ for projects which it has undertaken. In the 
past, the Government has had to take advances from the Bank of the 
Republic to meet current expenses, sometimes exceeding limits agreed 
to with the IMF. The continuing upswing in the economy has reduced 
this necessity, but there is no guarantee that excessive borrowing 
can be avoided in the future. The monocrop economy of this country 
is obviously fragile. For instance, under the present system, 
coffee growers are paid a fixed price whether the crop is readily sold 
or not, a situation which is very much on the mind of planners at 
present. 


National accounts data on Burundi's 95% subsistence agricultural econ- 
omy are not available for the years after 1965. However, per capita 
income was estimated at $49 by the World Bank in 1967, and there has 
probably been no change since that date because of population growth. 


IMPLICATIONS FOR THE UNITED STATES 
U.S. Firms Continue to Buy Most of Burundi's Coffee 


Once again in 1971 the United States firms bought the vast majority of 
Burundi's exported coffee production. Final figures are not yet avail- 
able, but as much as 80% of the crop probably went to the U.S. judg- 
ing by sales made during the first ten months of the year. In 1970 

the United States bought less of the crop than usual, only 68%. Never- 
theless, American buyers still provided 57% of Burundi's total earn- 
ings from exports in that year. 


In 1970, then, Burundi was particularly successful in diversifying 
its coffee markets, with the Federal Republic of Germany (164) and 
the United Kingdom (8%) buying mare than they normally have. How- 
ever, they purchased less in 1971 than in 1970, and American buyers 
can be expected to continue to dominate the market. 


Burundi's coffee should, assuming that it can continue to reach Amer- 
ican roasters before the arrival of equivalent Central and Latin Amer- 
ican “other milds," remain attractive to potential American purchasers. 
In 1971, Burundi was faced with unprecedented problems of storage 

and transport. The late beginning of the harvest, prolonged rains, the 





dock strikes in the United States, transport problems, a quota too 
small for the crop (which forced storage under adverse conditions ) 
combined to adversely affect the quality of some of the coffee arriv- 
ing in the United States. However, conditions in 1972 appear to be 
more auspicious, particularly for buyers who contract for the first 
7,200 tons of the new crop. The rest will have to be stored until 
the new coffee year begins in October if it is to be sold to ICA 
countries. It is likely that the crop will ripen early and that the 
harvest will begin by mid May. American buyers would, then, find it 
advisable to consider favoring coffee harvested near the beginning 
of the season with reasonable expectation of receiving it in good 
time and the best possible condition. 


During the past year, there has been no dramatic restructuring of 

the internal coffee marketing mechanism which relies heavily on for- 
eign middlemen, and there is not likely to be a major overhaul of 

the system in the immediate future. However, the fact that quotas 
are now putting a definite brake on coffee exports is dramatically 
increasing the pressure to find markets in non-quota countries. The 
Soviet Union recently agreed to take 1,000 tons in exchange for hard 
currency and goods. Other "Annex B" countries have been approached 
during the past year, and they will no doubt be approached again. 
Furthermore, the People's Republic of China, while no longer an 
Annex B country, will eventually be repaid for her $20 million 

credit and the goods which flow in with it with a portion of Burundi's 
coffee crop. The coffee marketing situation, then, cannot be con- 
sidered static. Although Burundi's heavy reliance on earnings from 
the crop mitigates against anything but the most carefully considered 
changes, there will be changes which American purchasers will want 

to follow carefully. They should be prepared to send representatives 
to Bujumbura at least twice a year if they desire to evaluate com- 
plex trends objectively and thoroughly. 


With the possible exception of tea, some of which is already going 
to Canada, it is unlikely that any of Burnndi's other exports will 
become of interest to American importers. 


The Search for Minerals Continues 


An interesting outside chance for American importers and investors 
is the possibility that the United Nations Development Program's 








mineralogical survey of Burundi, underway since 1969 and expected to 
continue for perhaps several more years, may discover mineral deposits 
of commercial value. At present, Burundi exports only limited amounts 
of bastnaesite and cassiterite. The UNDP's survey is behind schedule, 
and results to date have been somewhat disappointing. However, there 
is still hope that traces of copper, gold, bismuth, molybdenum and 
uranium will ultimately lead to deposits of commercial importance. 
There is also a possibility that there is petroleum under the northern 
end of Lake Tanganyika. A great deal more exploration must be done 
before anything definite can be established, and, even if there is 
petroleum, the problem of markets is a formidable one. 


Despite Continuing Obstacles, Devaluation Could Help American Sales 


During recent years, U.S. exports to Burundi have generally run be- 
tween $1 and 1.5 million per year, or roughly 6% of Burundi's annual 
imports. In 1969 the figure fell to 4.64, but it rose slightly to 5% 
in 1970. Later figures are not available. The devaluation of the 
Burundi franc along with the dollar should give U.S. imports a more 
favorable position this year than they have had in the past, assum- 
ing that Americans are willing to sell aggressively. The largest 
export from the U.S. to Burundi continues to be used clothing 
($375,000 in 1970 compared with $395,000 in 1969). Motors and spare 
parts were second at almost $300,000 in 1970. 


Much of Burundi's commerce on the import side remains in the hands 

of Belgian and Greek businessmen who are particularly oriented towards 
European suppliers. Common market countries supplied 57% of Burundi's 
imports in 1970. Belgium's share has been declining and that of 
France rising. Japan, with 13% of the market in 1970, was second 
only to Belgium and sold as much to Burundi as all the non-Common 


Market countries of Europe put together. Her major exports to Burundi 
have been textiles and light machinery goods. 


Thus, it is clear that despite Japanese inroads, the Burundi market is 
traditionally tied to Europe, and particularly to Belgium. These ties 
have been cemented by an average && "reverse preference" tariff that 
has served as a barrier to American exports. Since EEC countries, 
individually, and collectively through the EDF, are the largest aid 
donors to Burundi outside of the UN system, it is unlikely that this 
trade barrier will be removed in the near future. 
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Several other factors have also adversely affected American exports. 
Merchants have balked at the initial comparative high cost of many 
American goods and the resulting higher duties on them which must 

be passed on to the purchaser. The Burundi Government levies higher 
import duties on high horsepower vehicles than on typical smaller 
European cars. Delivery time from the United States is frequently 
longer than from Europe or even from Japan. This problem has increased 
in the past year as ships coming from the U.S. have all too often 
offloaded goods bound for Burundi at ports other than Dar es Salaam 

in order to avoid long delays outside the port. As a result, a number 
of months has often been added to shipping time, months which importers 
find indirectly but undeniably expensive. 


Nevertheless, as the case of Japan demonstrates, good products are 
welcome in Burundi from other than traditional exporters. The world- 
wide monetary reforms at the end of 1971 have made goods from Burundi's 
traditional suppliers almost 10% more expensive in terms of the 
devalued Burundi franc than before the devaluation. In essence, the 
advantage afforded European exporters by reverse preferences has been 
removed. American businessmen would do well to examine the new com- 
petitive situation despite the small size of the market. Major im- 
port categories by order of importance are normally cloth, food, pri- 
mary goods for industries, and machines and tools. This pattern is 

apt to remain. During 1972 the World Bank may finance the improvement 
of the road running along Lake Tanganyika and the construction of a small 
hydroelectric installation near Bujumbura, providing possible opportuni- 
ties for the sale of limited amounts of earthmoving as well as gener- 
ating equipment. When open bids are published in Burundi, the American 
Embassy informs the Department of Commerce. However, most major export 
opportunities tied to new projects are also tied to bilateral foreign 
aid coming from European countries. 


Investment Possibilities Are Few, But a Hotel Offers Promise 


American investors have not been interested in Burundi in the past for 

a number of reasons including a generally limited economy, a lack of 
skilled manpower, high initial overhead investment costs, a lack of 

local capital, isolation from markets, weak transportation, etc. Efforts 
are being made to make Burundi more attractive to investors, but none 

of the impediments listed above are apt to be removed with any ease in 
the near future. 
















Economic Trends 
ET 72-035 


One investment possibility of importance, however, is the construction df 
a first-class hotel. Local. capital is available for a portion of the _ 
initial investment. More may come from Europe. A willingness to under- 
take a reasonable investment would help to secure the right firm a man- 
agement contract of potential value. Burundi is very anxious to develop 
tourism and, despite patent obstacles, might well become a stop on a Cen- 
tral African circuit. At present the question of a hotel and broader tourist 
development is being studied by the Brussels office of Horwarth and Horwarth, 
the hotel amd tourism consulting firm. Their report is scheduled to be sub- 
mitted in August. 


Incentives to invest in Burundi include a liberal investment code enacted 
in 1967 and a large potential pool of relatively very inexpensive labor. 
An Investment Guarantee Agreement between Burundi and the U.S. was signed 
in May 1969. Despite some internal tensions which would not likely affect 
the foreign businessmen to any great extent, Burundi has had more than 
five years of stable government under Colonel Michel Micombero who came 

to power in late 1966 and has been President ever since. Several thousand 
foreigners are resident in Bujumbura, and commercial and industrial activ- 
ities are still largely in their hands. 


Regional Efforts, at Present Proceeding Only Slowly, Could Provide a 
Boost 






















Burundi's economic potential, including its under-utilized industrial 
capacity, would very likely be more fully realized if Burundi eventually 
becomes integrated into the more lively economies of either East Africa 
or the Republic of Zaire. 


Burundi applied for membership in the East African community in 1967, 

but progress towards any form of meaningful membership has been painfully 
slow. A series of tripartite meetings among Burundi, Rwanda and Zaire 
have taken place but the movement towards greater coordination, if not 
integration, is still at a relatively basic stage. As a single economy, 
Burundi will probably remain of only limited interest to American traders 
and investors. As part of a greater regional economic union, it might 
well be more attractive as a market, as a source of labor at very com 
petitive terms and as a crossroads between the larger East African and 
Zairian markets. 


Whatever the outcome, American companies wishing to do business in Burundi 
should be prepared to send French-speaking representatives at regular in- 
tervals to Bujumbura if they wish to capture a reasonable proportion of 
present or future markets. 
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